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International Trade Admin., Commerce § 303.14

§ 303.14 Allocation factors and mis-
cellaneous provisions.

(a) The allocation formula. (1) Except
as provided in (a)(2) of this section, the
territorial shares (excluding any
amount set aside for possible new en-
trants) shall be allocated among the
several producers in each territory in
accordance with the following formula:

(i) Fifty percent of the territorial
share shall be allocated on the basis of
the net dollar amount of economic con-
tributions to the territory consisting
of the dollar amount of creditable
wages, up to a maximum of $35,000 per
person, paid by each producer to terri-
torial residents, plus the dollar amount
of income taxes (excluding penalty and
interest payments and deducting any
income tax refunds and subsidies paid
by the territorial government), and

(ii) Fifty percent of the territorial
share shall be allocated on the basis of
the number of units of watches and
watch movements assembled in the ter-
ritory and entered by each producer
duty-free into the customs territory of
the United States.

(2) If there is only one producer in a
territory, the entire territorial share,
excluding any amount set aside for pos-
sible new entrants, may be allocated
without recourse to any distributive
formula.

(b) Minimum assembly requirements and
prohibition of preferential supply rela-
tionship. (1) No insular watch move-
ment or watch may be entered free of
duty into the customs territory of the
United States unless the producer used
30 or more discrete parts and compo-
nents to assemble a mechanical watch
movement and 33 or more discrete
parts and components to assemble a
mechanical watch.

(2) Quartz analog watch movements
must be assembled from parts knocked
down to the maximum degree possible
for the technical capabilities of the in-
sular industry as a whole. The greatest
degree of disassembly specified, for
each manufacturer’s brand and model,
by any producer in any territory pur-
chasing such brands and models shall
constitute the disassembly required as
a minimum for the industry as a whole.

(3) Watch movements and watches as-
sembled from components with a value
of more than $35 for watch movements

and $200 for watches shall not be eligi-
ble for duty-exemption upon entry into
the U.S. Customs territory. Value
means the value of the merchandise
plus all charges and costs incurred up
to the last point of shipment (i.e., prior
to entry of the parts and components
into the territory).

(4) No producer shall accept from any
watch parts and components supplier
advantages and preferences which
might result in a more favorable com-
petitive position for itself vis-a-vis
other territorial producers relying on
the same supplier. Disputes under this
paragraph may be resolved under the
appeals procedures contained in
§ 303.13(b).

(c) Calculation of the value of pro-
duction incentive certificates. (1) The
value of each producer’s certificate
shall equal the producer’s average cred-
itable wages per unit shipped (includ-
ing non-91/5 units as provided for in
§ 303.2(a)(13)) multiplied by the sum of:

(i) The number of units shipped up to
300,000 units times a factor of 90%; plus

(ii) Incremental units shipped up to
450,000 units times a factor of 85%; plus

(iii) Incremental units shipped up to
600,000 times a factor of 80%; plus

(iv) Incremental shipments up to
750,000 units times a factor of 75%.

(2) The Departments may make ad-
justments for these data in the manner
set forth in § 303.5(c).

(d) New entrant invitations. (1) Appli-
cations from new firms are invited for
the territorial shares of American
Samoa and the Northern Mariana Is-
lands.

(2) Applications from new firms are
invited for the unused portion of the
Virgin Islands and Guam territorial
shares.

(e) Territorial shares. The shares of
the total duty exemption are 3,100,000
for the Virgin Islands, 500,000 for Guam,
500,000 for American Samoa, and 500,000
for the Northern Mariana Islands.
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